









































































































































































































































































n. one who is self-confident, 
bold, willing to try something new; esp. one who is 
positive, happy, able to stand up and be counted. 
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Financial Highlights 

Years ended December 31, 1979 and 1978 


_ 1979 _ 1978 _% Change 

Operating Results 

Net sales.$ 291 , 762,000 271,008,000 + 7.7 


Net earnings.S 

Earnings per common share.S 

Return on average stockholders’ equity . . . 

Dividends on common stock.$ 

Dividends per common share.$ 

Financial Position 

Working capital.$ 

Current ratio. 

Stockholders’ equity.$ 

Book value.S 

Number of common shares outstanding . . . 


23 , 609,000 

23,565,000 

— 

1.17 

1.17 

— 

25 . 4 % 

28.7% 

-11.5 

13 , 534,000 

12,322,000 

+ 9.8 

.67 

.61 

+ 9.8 


30 , 466,000 

26,737,000 

+ 13.9 

2 . 5:1 

2.6:1 

- 3.8 

97 , 914,000 

87,839,000 

+ 11.5 

4.85 

4.35 

+ 11.5 

20 , 200,258 

20,200,313 

— 


Corporate Profile 


r Pepper Company is a major 
manufacturer of soft drink 
concentrates and fountain 
syrups, marketing, distributing and 
selling its Dr Pepper and Sugar Free 
Dr Pepper brands to approximately 
500 franchised bottlers, primarily in 
the U.S. 

Franchised bottlers convert 
concentrates to finished soft drinks by 
adding sweeteners and water. Fountain 
syrups are sold to franchised bottlers, 
wholesale distributors and directly to 
fountain outlets. 


The company also bottles, cans 
and distributes soft drinks through five 
wholly-owned subsidiaries. 

Dr Pepper was formulated and first 
sold in Waco, Texas in 1885. The 
company has been headquartered in 
Dallas, Texas since 1922. 

Dr Pepper Company's objectives 
are to increase market share, 
consistently improve earnings and 
increase annual dividends per share on 
a regular basis. 





























Message to Shareholders: 



W. W. Clements 
Chairman and 
Chief Executive Officer 


O ur company achieved record levels 
for dollar and volume sales and 
earnings in 1979, a year in which the 
national economy and the soft drink 
industry grew at the slowest rates since 
1975. 

Sales in 1979 of $291,762,000 were 
up nearly 8% compared to 1978. Earnings 
of $23,609,000 represented a modest 
increase over the previous year. After-tax 
earnings per share of $1.17 were the same 
as in 1978. 

Strong Fourth Quarter 

Compared to a strong 1978, sales this past 
December set a volume record for the 
month and boosted fourth quarter, after¬ 
tax earnings more than 10% to $5,597,000. 
This strong earnings performance was 
registered despite a 21% increase in the 
rate of federal taxes in the fourth quarter. 

In a year when industry sales were 
impaired by rising inflation, reduced 
consumer disposable income, 
extraordinary unseasonal weather 
conditions throughout the year and fuel 
shortages last summer and fall, 1979 was 
Dr Pepper Company’s 22nd consecutive 
year for record sales and profits. Our 
company’s rate of growth last year — 
estimated at between 3.5-4% — continued 
to outpace the industry. 

Dividends Up 10% 

More than 22,000 shareholders received a 
10% increase in dividends in 1979*. Total 
dividends paid amounted to more than 
$13.5 million. Dr Pepper Company 
began paying a cash dividend to 
shareholders in 1930 and last December, 
our company celebrated 50 years of 
dividends with its 200th consecutive 
quarterly dividend payment to 
shareholders (see chart, right). 

That 170 per share payment brought 
the annual payout per share to 670 
compared to 610 paid in 1978 and 
conforms to a management objective to 
return approximately 60% of prior year's 
earnings to shareholders. This objective 
will continue in 1980. 


*Some 4,500 shareholders participate in a voluntary 
Dividend Reinvestment Program. 


Although heavy capital expenditures 
for subsidiary facility improvements have 
been scheduled since 1977, Dr Pepper 
Company’s return on equity to 
shareholders ranks 45th among 1,000 
companies measured by Fortune magazine’s 
“Double 500’’ listing (chart below, right). 

The ranking also reflects our 
company’s level of performance standing 
among the top 15% of those companies 
with the highest 10-ycar “return to 
shareholders" and “earnings per share 
growth.’’ 

There is no management plan for 
long-term debt unless our cash position 
changes or to accommodate the demands 
of an acquisition. Our management 
continues to evaluate companies for 
acquisition and will aggressively pursue 
this course wherever the potential of 
prospective firms is great. We would only 
commit to an acquisition that would 
strengthen our growth through continued, 
increased profit contribution. 



50*Year History Dividends Per Share 

(dollars) 






























“Pepper” Campaign Delivers 

Much of Dr Pepper Company’s success in 
1979 was the result of increased brand 
awareness created by the widespread 
impact of “Be a Pepper” advertising. Now 
in its third year, “Be a Pepper” is our 
company’s most dramatic and positive 
campaign in more than 20 years. 

Consumer response and measured media 
data confirm that “Be a Pepper” 
advertising is properly positioned to reach 
target consumers in the 13-30 year-old age 
group. 

Advertising and promotion budgets 
this year will be increased with a 
substantial portion allocated to sponsor 
our highly-acclaimed, top-rated network 
television music and contemporary 
entertainment specials. 

Consumer promotions in 1979 were 
important to expanding marketplace 
visibility of Dr Pepper and Sugar Free 
Dr Pepper. Fewer and better-designed 
promotions this year will capitalize on 
holidays. A bold retail support program 
has been developed with JCPenney to 
enhance bottler tie-in promotions using 
“Pepper” sportswear and accessories. 
JCPenney operates 1,800 stores nationwide 
and is the first retailer authorized to 
manufacture and sell “Pepper” clothing 
items. Wearables will be in stores this 
spring. 



Dr Pepper’s Fortune 1000 Rankings 

Saurte hmunt nugizinc Based on 1978 data. 


Houston Plant Begun 

Bottling subsidiaries in Southern 
California (Gardena) and Texas (Dallas/ 
Fort Worth, Houston, San Antonio and 
Waco) made record sales and profit 
contributions in 1979. Completion last 
year of a high-speed can-filling line in the 
company’s largest subsidiary plant in 
Irving, Texas increased sales of canned 
Dr Pepper and Sugar Free Dr Pepper in 
the north central Texas market of nearly 
three million consumers. 

Construction is underway on the 
company’s largest capital investment 
project for 1980 — a production/ 
distribution facility for the Dr Pepper 
Bottling Company of Houston, Inc. The 
250,000 sq. ft. plant should be 
operational next spring. 

Last year. Dr Pepper continued its 
selective international expansion program 
with newly-licensed bottlers in Northern 
Ireland and Bermuda. Introduction of 
Dr Pepper in several new international 
markets including Africa is expected in 
1980. The Canadian division, which has 
operated since 1961, has been realigned as 
Dr Pepper Company/Canada. 

Saccharin 

All developments during 1979 supported 
management’s contention that saccharin, 
used to sweeten Sugar Free Dr Pepper and 
other dietary beverages, is safe. The most 
significant report last year was a 
government-funded epidemiology study 
by the National Cancer Institute that 
showed no relationship between saccharin 
and bladder cancer in humans. 

Saccharin has been under fire by 
critics in the Food and Drug 
Administration since a ban was proposed 
in 1977. The substance is the only 
artificial sweetener approved by FDA. 
Lastjuly, the U.S. House of 
Representatives voted overwhelmingly to 
extend a saccharin ban moratorium 
through June 30, 1981. Action by the U.S. 
Senate is pending. Management remains 
confident that saccharin is safe. 
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Message to Shareholders 


New President 


Board Changes 

We were deeply saddened this January 
with the death of E. Burke Giblin, a 
member of our board of directors since 
1975. Our board composition changed last 
year with the retirement in April of 15- 
year director W.D. White and the 
resignation in June of John B. Connally. 

Dr Pepper Company is fortunate to 
have a high-level support base from our 
shareholders, bottlers, directors and 
employees and all consumers who buy 
and demand our products. I convey a 
sincere optimism on behalf of management 
and employees that improved efficiencies 
and increased productivity will result in 
greater sales and earnings in 1980. Our 
management team is dedicated to these 
objectives. Officers and a number of 
executive and middle-management 
personnel who plan and implement the 
day-to-day operations of Dr Pepper 
Company are featured on the following 
pages. They will be joined this year by 
new executive leadership. 


New President 


It is my pleasure to announce that effective 
March 1, 1980, Charles L. Jarvie assumed 
the post of President and Chief Operating 
Officer of Dr Pepper Company. His 
election by the board of directors to your 
company’s top management responsibility 
begins a new and exciting era for 
Dr Pepper Company and the growth of 
our products. Jarvic’s eminent 
qualifications are outlined beginning on 
this page. 

1 will continue to serve as Chairman 
and Chief Executive Officer. 1 join our 
management team in welcoming Jarvie 
and ask you to extend to him the same 
support, confidence and fairness that I have 
valued in my tenure as President of the 
best soft drink company in the world. 





T he following news release was issued 
February 26, 1980 announcing the 
election of Charles L. Jarvie as 
President and Chief Operating Officer of 
Dr Pepper Company. 

Charles L. Jarvie, a top sales and 
marketing executive and 20-year veteran of 
Procter & Gamble Company, has been 
elected President and Chief Operating 
Officer of Dr Pepper Company. He was 
also elected to the board. 

Announcement ofjarvie’s selection 
by Dr Pepper Company’s board of 
directors was made by W. W. Clements, 
Chairman and Chief Executive Officer of 
the Dallas-based soft drink manufacturer, 
who has served as President since March, 
1969. 

Jarvie, 43, most recently served as 

Corporate Vice President and General 

Manager of Procter & Gamble’s Food 

Products Division in Cincinnati. He brings 

to Dr Pepper Company extraordinary 

credentials from a diverse career in sales, 

marketing and general management of 

Procter 8c Gamble’s many varied 

consumer and industrial businesses. 

“Jarvie’s selection as President ends a 

lengthy and very thorough search for the 

type of leadership and executive talent 

that will strengthen the Dr Pepper 

management structure, "Clements said. 

“His sales and marketing expertise offer a 

perspective necessary to understand the 

uniqueness of Dr Pepper and direct its 

continued growth. 

“Last year ended the greatest 10-ycar 

growth period in company history but 

1980 begins the most challenging decade 
»» 

ever. 

Dr Pepper Company operates five 
subsidiary production/distribution 
facilities in Texas and Southern California 
and sells Dr Pepper and Sugar Free 
Dr Pepper concentrates and syrups to 500 
licensed bottlers and distributors in the 
United States and 10 international 
markets. 


W.W. Clements 

Chairman and Chief Executive Officer 











Remaining as Chief Executive 
Officer, Clements explained that his 
corporate objectives will focus on long- 
range planning and acquisitions. For more 
than 20 years in executive management, he 
has been instrumental in directing 
Dr Pepper’s national marketing thrust. 
Clements began his career in 1935 as a 
Dr Pepper route salesman while attending 
the University of Alabama. 

Under his leadership. Dr Pepper has 
grown to become the fourth largest- 
selling brand soft drink and is in strong 
position to take over the number three 
spot. Since 1959, Dr Pepper Company 
dollar sales have risen from S12 million 
to S292 million in 1979. 

Jarvie is only the tenth President of 
Dr Pepper Company and the youngest in 
its 95-year history. 

He graduated from Cornell 
University with a BS degree in 1958 and 
the following year earned his MBA 
degree from Cornell Business School. 

His career at Procter & Gamble began in 
1959 as a sales representative. For seven 
years, Jarvie worked in various sales and 
sales management positions, including 
District Sales Manager for case soap in 
Washington, D. C. 

In 1967, Jarvie became a Product 
Manager in Procter & Gamble’s soap 
advertising department. Later that year he 
was promoted to Division Sales Manager 
of Procter & Gamble’s Bar Soap and 
Household Cleaning Division, a post he 
held until 1970. That year Jarvie was 
named the division’s National Sales 
Manager. 


He transferred as National Sales 
Manager to Procter & Gamble’s Health 
and Family Aid Division in 1973. Then in 
1975, he was promoted to General 
Manager-Industrial Foods Division with 
responsibility for Procter & Gamble’s 
domestic and European industrial food 
business. 

Division products included frying fat 
for the food service industry, bakery 
shortening and bulk edible vegetable oils 
for major food processors. 

Jarvie directed projects that developed 
new technologies representing significant 
diversifications within the division. 

In 1976, Jarvie was elected to 
Corporate Vice President-Industrial 
Products Division. He held that position 
until May, 1977 when he was named to 
head the firm’s Food Products Division 
with responsibility for such well-known 
products as Crisco Shortening, Duncan 
Hines Mixes and Jiff Peanut Butter. 

Active in Cincinnati business and civic 
affairs, Jarvie served on the executive 
committee of the Boy Scouts of America 
(local council), management board of the 
YMCA and division chairman of United 
Way. He is a deacon in Cincinnati’s Mt. 
Washington Presbyterian Church, a 
member of the Advisory Council of 
Cornell Business School and member of 
Cornell University Council. 

He is a trustee of the Nutrition 
Foundation and representative to the 
Institute of Shortening and Edible Oils, 

Inc. 

Jarvie is married to the former Janet 
Arps of Long Island. Thejarvic family 
includes sons Douglas, 20, currently 
attending Cornell University; Lawrence, 
18, freshman at Ashland, Ohio College; 
Steven, 15, and daughter Wendy, 12. 



Charles L. Jarvie 
President and 
Chief Operating Officer 














Review of the Business 



t he now famous jingle on the 
cover of this report probably 
would have brought peals of 
derisive laughter, had it been 
viewed in 1970 when Young & 
Rubicatn, Inc. debuted its first 
Dr Pepper ad campaign. 
Creative Dr Pepper advertising 
by Y&R has helped bring the 
brand from regional obscurity to 
national prestige. Today, 
everyone knows about Peppers 
and many are. We present, on 
the following pages, a look at 
campaigns of the past decade, the 
roots of “Pepper" power. 


DR PEPPER MARKET SHARE 

1975 1976 1977 1978 1979 (est.) 

Dr Pepper and 
Sugar Free 

Dr Pepper . . . 5.5 5.8 6.3 6.5 6.6 

This positive trend can be 
attributed to our aggressive network of 
bottlers who supplemented the 
national marketing programs with 
strong local promotions. “Be a 
Pepper” advertising was a major part 
of Dr Pepper’s marketing programs. 

In its second year, “Be a Pepper” was 
successful in expanding consumer 
awareness through a strong advertising 
schedule complemented with 
increased use of the “Be a Pepper” 
theme on clothing and other 


When he strived ss the new kid 
on the block he brought with 
him s bold, outgoing, fun-loving 
attitude and s youthful, 
exuberant, slightly irreverent 
approach to life that quickly 
established him as highly unique 
and original. His initial 
attraction to a small group of 
admirers has gradually 
expanded to include many of the 
rank and file. In befriending 
him, they, too, have gained a 
little individuality. However, his 
uniqueness is not easily 
accepted by everyone, and many 
people still don't appreciate him 
as much as they do his more 
conventional peers. 


I n 1979, economic and marketplace 
factors uncommon to our business 
caused a slowdown in the industry 
growth rate — the slowest since 1975 
I when high sugar prices severely 
impacted sales. However, Dr Pepper 
and Sugar Free Dr Pepper continued to 
gain market share by exhibiting a 
growth rate faster than the industry. 

Dr Pepper’s share of the total 
national soft drink market increased in 
1979 to 6.6%*, compared to the 6.5% 
reported in 1978 (revised April, 1979). 
Market share is the combined 
total of Dr Pepper and Sugar Free 
Dr Pepper and reflects continued 
progress for both brands during the 
past five years. 
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^Internal estimate by the company’s Marketing 
Research Department. 


merchandise. 

















In 1979, Dr Pepper directed its 
marketing activities toward: 

□ The 13-30 year-old consumer 
group for brand Dr Pepper. 

□ Women age 18-49 for brand 
Sugar Free Dr Pepper. 

Single Drink Emphasis 

o build our base of consumers for 
both target groups, Dr Pepper 
Company continued emphasis on 
our single drink strategy. Because of 
our brands’ distinctive taste, 
consumers must be cultivated by 
developing taste acceptance and later 
brand preference through single drink 
sales. In 1979, Dr Pepper Company 
expanded single drink availabilities 
and market share in restaurant, 
vending and cold-bottle outlets. As a 
result, Dr Pepper's share of business 
within these outlets is over 80% 
higher than the share of take-home 
sales through grocery stores. 

Account Coverage Expanded 

To expand our business in restaurant 
accounts. Dr Pepper Company 
expanded its National Account 
Delivery System to cover more than 
40% of the U.S. population. This 
program enables Dr Pepper Company 
to provide competitive pricing and 
packaging in wide geographic areas 
corresponding to the trading areas of 
our restaurant customers. 

In addition, increased account 
coverage by Dr Pepper Company 
sales personnel and bottlers resulted 
in increased product placements in 
more retail fountain outlets. 


Vending Strengthened 

In the vending market. Dr Pepper 
Company strengthened its market 
position through a multi-million 
dollar vending equipment finance 
program. This program permitted 
bottlers to finance substantial 
equipment purchases through 
Dr Pepper Company at an attractive 
interest rate without front-end capital 
investment. 

Through the first half of 1979, the 
growth rate for Dr Pepper continued 
on plan. By the third quarter, 
however, the full effect of a sagging 
national economy, reduced disposable 
consumer income, fuel shortages, 
high retail prices for soft drinks and 
brand proliferation by numerous new 
product introductions combined to 
hurt our business. 

Planned Purchases Slowed 

or the first time in many years 
planned purchases of soft drinks 
were affected by spending of 
income redirected toward more basic 
commodities. Shrinking disposable 
income and high prices eroded 
traditional purchase habits for soft 
drinks, thus turning many consumers 
to lower-priced, alternative 
beverages. 

We are confident that growth of 
Dr Pepper and Sugar Free Dr Pepper 
in 1980 will again outpace the soft 
drink industry. To achieve significant 
growth, your company is committed 
to directing attention to the 
fundamentals of selling Dr Pepper 
and Sugar Free Dr Pepper. This is 
essential if we are to re-establish our 
products as regular, planned 
purchases by consumers. 

Dr Pepper and Sugar Free 
Dr Pepper have no successful taste 
imitators. This extraordinary 
advantage is unique to the industry for 
an exclusive flavor category. 





Alvin H. Lane, Jr., Vice 
President-Finance and 
Secretary; Mannette Dodge, 
Staff Attorney; L. Dan 
Thompson, Treasurer 



Harry Rumberger, Director 
Brand Development; Ken 
LeForge, Director Marketing 
Research; Janie Urbatiic, Senior 
Marketing Research Project 
Director 


7 















Review of the Business 



Currently in its third year, the 
very successful “Pepper" 
campaign is the latest 
generation of a decade of 
innovative advertising conceived 
by Young A Rubicam, Inc. The 
acceptance of the campaign can 
be traced to the individualistic, 
yet wholesome and positive 
images combined in the 
approach. 


Basic Strategies 

C oncentrating on basic marketing 
strategies. Dr Pepper Company 
in 1980 will stress, with greater 
emphasis to bottlers, the necessity to 
capitalize on this unique taste 
advantage with: 

□ A solid base of advertising and 
consumer promotions. 

□ The availability of a wide 
array of popular consumer 
packages. 

□ Improved service to customers. 
□ Aggressive retail 
merchandising. 

□ Reasonable retail product 
pricing. 


These strategies will be 
supported by the largest advertising 
budget in company history and 
specialized promotion programs for 
the grocery and single-drink markets. 

Per Capita Base Up 

Even with a soft year for the industry, 
Dr Pepper was able to increase per 
capita consumption.* It is important to 
note that in 1979 our per capita base 
among the top 200 Dr Pepper Per 
Capita Development Bottlers showed 
no slippage. 


*Per capita is the industry volume/population 
measure for units of soft drinks consumed 
annually per person in a specified market. 

























AREA II 


PER CAPITA DEVELOPMENT INDEX BY SALES AREA 

1975 1976 1977 1978 1979 


AREA I (Western). 100 114 129 142 153 

AREA II (Midwest). 100 117 134 150 155 

AREA III (Southwest). 100 114 127 131 131 

AREA IV (Southeast). 100 113 125 133 128 

AREA V (Northeast). 100 116 128 133 138 


100 115 128 134 135 


NATIONAL INDEX. 

In fact, with fewer producing 
plants reporting (as a result of 
franchise consolidations in 1979), the 
number of Dr Pepper bottlers with an 
annual per capita above 50 bottles 
increased to 203. This group of 
bottlers represents half the producing 
Dr Pepper plants in the U.S. and 
provides a strong base for future brand 
growth. Including non-producing 
plants, the number of Dr Pepper 
markets in the U. S. at the end of 1979 
was 477. 

Dr Pepper is one of only three 
soft drinks to ever reach the 100 bottle 
per capita level in major markets. In 
1979, 92 bottlers recorded per capita 
levels between 100-300. 

Five-Year Growth 

er capita growth by Dr Pepper 
sales areas for the past five years 
reflects steady growth in every 
geographic region except for the 
Southeast in 1979. Last year, the 
Northeast and Midwest Areas showed 
excellent progress while the Western 
Area registered the most impressive 
per capita development increase versus 
1978. Growth of Dr Pepper in the 
Southwestern and Southeastern areas 
was hindered by unusually intense 
competitive activity. 

The company’s most 
comprehensive effort to identify brand 
stature, define growth and monitor the 
effectiveness of marketing programs 
was presented in 1978 as the National 
Consumer Tracking Study. 


Tracking Study 

The 1979 National Tracking Study 
reflects the first full-year analysis to 
fulfill four objectives: 

□ Determine awareness, trial 
and usage of Dr Pepper 
products in the United States. 

□ Track Dr Pepper position and 
progress in the marketplace. 

□ Monitor movement of 
competitive brands. 

□ Establish consumer profiles 
for Dr Pepper and Sugar Free 
Dr Pepper. 

90% Trial Level 

Initial consumer trial for Dr Pepper in 
all five geographic sales areas of the 
U. S. shows that more than 90% of 
all Americans have drunk Dr Pepper 
at some point in time. Dr Pepper usage 
has only recently approached this 
extremely high national trial level 
through increased retail product 
availability. 

Past 4-Week Trial measures recent 
usage. The 1979 National Tracking 
Study reveals that Dr Pepper’s 
greatest consumption is in the 12-17 
age group. This heavy soft-drink 
consuming age group is the target of 
our media and promotional programs 
and confirms our commitment to that 
strategy. 

Industry profile data indicates 
that soft drink consumption on an 
ounce basis decreases as age increases. 



1979 NATIONAL CONSUMER TRACKING STUDY 

INDEX* 12-17 18-24 25-34 35-49 


Ever Tried Dr Pepper. 100 103 101 110 104 

Past 4-Week Trial. 100 151 137 96 84 

Brand Last-Tried. 100 159 116 94 94 

Favorite Brand. 100 182 114 100 75 


*Index is for four key age groups and is an indicator of how each age segment varies from the average age group 
(e.g., the top line shows that trial in the 12-17 age group is 3% above the average). 



AREA III AREA IV 



Max Bowen, Southeast Area 
Manager; Dick Graham, 
Northeast Area Manager; James 
A. Hollingsworth, Vice 
President-Sales; Glenn 
Glasco, Southwest Area 
Manager; Randy Slaughter, 
Midwest Area Manager; Sid 
Stephens, Western Area 
Manager 



Donald L. Antle, Vice 
President-Franchise; J. Scott 
Chase, Assistant Secretary 
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Core Ages at 12-17 

Brand Last- Tried shows a marked 
change from the previous year when 
the highest consuming group for 
Dr Pepper was the 18-24 age group — 
42% above average. In 1979, the 12-17 
age group was the highest consumer 
category — 59% above the average. 
This important measure shows that 
our marketing efforts are achieving 
significant gains among younger age 
groups — thus, establishing a core of 
Dr Pepper drinkers at a younger age. 
Favorite Brand measurement in 1979 
also skewed from the 18-24 to the 12- 
17 age group. Dr Pepper appealed to 
the 12-17 age group 82% more than 
the average while the 18-24 age group 
favored Dr Pepper only 14% more 
than the average. 


18-35 Group Growing 

The U. S. population is aging and this 
imminent shrinking of the 12-24 age 
group has and will continue to expand 
the 18-35 year-old group. Large 
population increases through 1984 
will be in the 23-34, 35-49 and 65 + 
age groups. Long-range marketing 
plans by Dr Pepper Company will 
address this changing demographic to 
take advantage of the aging of the 
current “heavy" consumer age group. 


The handsome young Pepper 
with friends such as Fred 


Flintstone presented in an 
arresting graphic look have 
made the Pepper campaign a 
collection of enjoyable and 
memorable moments for our 
audience. The commercials have 
won the respect of the 
advertising community and 
garnered millions of new 
consumers. 
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Availability Necessary 

Favorite Brand measure indicates 
popularity and potential level of 
sales if the product is available to 
fulfill consumer demand. Since the 
study showed that “favorite’' measure 
ranked ahead of “product last drunk," 
there are opportunities for increased 
sales from increased retail availability 
in popular consumer packages. 

In 1980, the National Tracking 
Study will continue to provide timely 
intelligence about Dr Pepper and 
Sugar Free Dr Pepper and competitive 
products. In addition to being a 
valuable planning and program 
monitoring device, this study will 
permit a thorough understanding of 
product usage through vending and 
fountain markets. These two markets 
represent approximately 60% of our 
business. The remaining 40% of 
combined Dr Pepper and Sugar Free 
Dr Pepper is sold through food stores. 

Opportunities Demand Response 

ast year closed the greatest sales 
growth decade in Dr Pepper 
Company history. Greater 
opportunities will develop in the 
1980s and a key to our continued 
success will be the ability to 
recognize and respond to industry 
changes. 


A sensitivity to change within our 
marketing field sales organization is 
imperative to successful market 
planning. As the nation’s population 
grows, matures and relocates, we 
must develop systems and marketing 
programs to make Dr Pepper and 
Sugar Free Dr Pepper readily 
available to every consumer. 

Fountain Volume Increasing 

The soft drink market is not the same 
one that existed at the beginning of the 
last decade. For example, the fast food 
industry during the 1970s demanded a 
significant change in product, 
packaging and distribution systems to 
serve its outlets. Fountain syrup, used 
primarily in fast food restaurants, now 
accounts for more than 20% of the 
volume of Dr Pepper and Sugar Free 
Dr Pepper. This percentage parallels 
an industry trend of the past 10 years 
for increased use of fountain syrup to 
fulfill away-from-home consumption 
trends. 

Growth Outpaces Industry 

To provide optimum sales service to 
bottlers, a fifth sales area was added to 
the sales department in 1979. Overall, 
national sales growth last year 
exceeded the industry growth index 
(charted below). Western, Midwest 
and Northeast Areas registered the 
most impressive gains compared to 
1978. All areas exceeded the industry 
index. 




Bill Kenyon, Assistant to Vice 
President-Sales; Ray 
Ackerman, Director 
Management Development 



Kathryn Grimes, 
Administrative Manager 
National Fountain Accounts; 
Bill Rautenherg, Director 
Fountain Trade Relations 


RATE OF GROWTH INDEX BY SALES AREA* 



1975 

1976 

1977 

1978 

1979 

AREA I (Western). 

100 

117 

134 

149 

167 

AREA II (Midwest). 

. . 100 

117 

135 

150 

156 

AREA III (Southwest). 

100 

116 

131 

137 

139 

AREA IV (Southeast). 

100 

116 

130 

141 

137 

AREA V (Northeast). 

100 

116 

129 

134 

139 

DR PEPPER NATIONAL INDEX . . . . 

100 

116 

132 

142 

147 

INDUSTRY INDEX. 

100 

113 

124 

134 

136 


♦Dr Pepper and industry indices show annual growth since 1975. From 1975-1979, the industry has grown 36% 
compared to 47% for Dr Pepper. 
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John R. Albers, Vice President- 
Marketing; Frederick F. Avery, 
Executive Vice President-Sales 
and Marketing 



Jerry M. Corbin, Vice 
President-Trade Relations; 
Johnnie Brown, Director 
Supermarket Development 



Frank Phillips, Manager 
Research and Quality Control; 
Charles P. Grier, Vice 
Presiden t-Man ufactu ri ng; 
Flenry Zurobski, Beverage 
Technologist 


In 1977, the Dr Pepper Company 
combined its bottler and fountain 
sales organizations into one stronger 
unit. Over the last two years, your 
company has expanded its sales force 
to provide concentrated customer 
coverage in high-yield markets. 
Comprehensive sales training 
programs have helped develop a cadre 
of strong field marketers. This, 
coupled with the industry’s best 
marketing programs, will ensure 
growth for success-oriented bottlers. 

“Be a Pepper " Unparalleled 

he most obvious manifestation of 
Dr Pepper marketing is “Be a 
Pepper” advertising. Via the 
National Tracking Study and reliable 
industry measurements, “Be a Pepper” 
is achieving recognition levels 
unparalleled by any campaign in 
company history. Consumers are 
answering the question, “Wouldn’t 
you like to be a Pepper, too?” with a 
resounding, affirmative response. 

“Pepper" Ranks Third 

In an independent nationwide survey 
among consumers in 1979 to 
determine the most popular 
advertising among all commercial 
categories. Dr Pepper’s “Be a Pepper” 
campaign ranked third. This 
encouraging result confirms the 
ability of our current advertising 
campaign to work to build awareness 
and favorable attitudes which it must 
do to be effective against the heavier 
budgets of our major competition. 


Recall High 

In 1979, soft drink advertising 
spending increased dramatically 
(estimated at +25%), with the major 
increases registered by the leading 
brands. Because of this, while 
Dr Pepper increased advertising 
expenditures, our “share of voice” did 
not increase in 1979. However, break¬ 
through levels of awareness were 
attained by our commercials. In day- 
after recall testing, the 1979 
“Sylvester and Tweetie” commercial 
scored the highest recall rating ever 
recorded for a 30-second soft drink 
commercial. 

Advertising Objectives 

The objectives of Dr Pepper 
advertising are to: 

□ Generate high awareness, 
positive attitudes and 
motivation to buy Dr Pepper 
and Sugar Free Dr Pepper. 

□ Convert triers into users and 
occasional users to regular 
users of Dr Pepper. 

The broad strategies for achieving 
these objectives are: 

□ Develop a memorable, bold 
and intrusive creative message. 

□ Communicate the growing 
acceptance of Dr Pepper as one 
of America’s most popular 
soft drinks, because of its 
unique taste. 

□ Make the most effective and 
efficient placement of media to 
deliver our messages. 
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Third Campaign Year 

1980 will be the third year of “Be a 
Pepper" advertising and plans are 
under way to capitalize on this 
campaign’s ability to generate high 
awareness. 1980 will reflect further 
coordination and extension of the 
theme in promotional efforts as well 
as application in all media; TV, radio, 
outdoor, newspaper and other print 
media. 

“Pied Pepper" Has Company 

avid Naughton, the original 
“Pied Pepper”, joins Peppers 
from all walks of life in the 
1980 TV commercial series. He sings, 
dances and rides his way across 
America and shares the spotlight with 
several celebrity Peppers, including 
country-western singer Charlie Rich, 
New York Yankees’ pitcher Ron 
Guidry and Popeye the Sailor Man. 
The commercials identify Peppers in 
shopping centers, on boats and trains, 
at amusement parks, at picnics and 
many other places. 

The popular jingle remains the 
same, but “Pepper” lyrics have been 
modified to reinforce the message of 
the original taste of Dr Pepper; the 
taste that keeps Peppers popping up 
all over. 

Top Radio Talent 

The jingle also makes possible an 
efficient collateral application of “Be 
a Pepper” to radio commercials. As in 
1979, the 1980 radio commercials 
exhibit an array of distinctive 
performers and styles that appeal to 
every taste among 13-30 year-olds. A 
dynamic talent lineup this year 
includes the Statler Brothers, Michael 
Jackson and thejacksons, Chic, Tanya 
Tucker, Pablo Cruise and David 
Naughton. 


“ Exercise" Returns 

Sugar Free Dr Pepper TV advertising 
in 1980 again will feature “Exercise”, 
the highest-scoring Sugar Free 
Dr Pepper commercial ever produced, 
and winner of “Best of Show” award 
from the prestigious Miami Film 
Festival. This commercial was created 
to appeal primarily to women, who 
comprise the target consumer group 
for Sugar Free Dr Pepper. 

A new Sugar Free Dr Pepper 
commercial highlights women 
shopping for today’s fashions who 
want a diet soft drink that “doesn’t 
have that diet taste”. Recording artists 
Dave and Sugar and A Taste of Honey 
will perform Sugar Free Dr Pepper 
radio commercials. 

TV Specials Deliver 

etwork TV music and 
contemporary entertainment 
programs are consistent, 
successful vehicles for advertising 
Dr Pepper. Last year, a substantial 
portion of Dr Pepper's national 
advertising budget was placed to 
sponsor TV specials. Post-program 
data from 1979 demonstrated clearly 
that Dr Pepper-sponsored TV specials 
deliver large numbers of target age 
viewers/consumers. 

Four specials, all on ABC-TV, 
included John Denver and the Ladies 
with Valerie Harper, Erma Bombeck, 
Cheryl Ladd, Cheryl Tiegs and Tina 
Turner; The Third Barry Manilow 
Special; John Denver and the Muppets — 
A Christmas Together and the top-rated, 
annual New Year's Rockin' Eve hosted 
by Dick Clark. 





Robert L. Stone, Vice 
President-Canada Operations 
and Special Markets; Joachim 
Pfau, President Dr Pepper 
Company/Canada 



Guy Thomas, Eastern Area 
Advertising Manager; Kris 
Harris, National Youth 
Market Director; Ron Robbins, 
Western Area Advertising 
Manager; John Custer, Central 
Area Advertising Manager 



Marvin S. Massey, Jr., 
Controller; Cathy Carlson, 
Manager Corporate Taxes; 
Chris Kite-Powell, Manager 
Data Processing; Terry 
Gillespie, Computer Operator 
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Holiday Promotions Planned 

During 1980, Dr Pepper bottlers are 
encouraged to tie in with three 
national grocery promotions. A more 
concentrated consumer promotion 
schedule this year will focus on the 
major holiday periods of Memorial 
Day, July 4th and Labor Day. 

The programs are designed to 
increase brand awareness, generate 
high levels of trade/consumer 
participation and offer consumer 
incentives to purchase our brands. 
Combined, these programs will 
provide strong pressure against the 
grocery segment of our business. 


Before « misunderstood soft 
drink from Texes could expect 
to ettein netionel prominence, 
there wes the problem of 
explelning why consumers 
should try it. “The Most Origins! 
Soft Drink £rer" campaign 
debuted in 1974 to show end 
tell Americans, who had heard 
of this misunderstood brand, 
that “originality is where it's 
at" and that Dr Pepper is “not a 
cola, ft's not a root beer, it's 
something much, much more." 


Manilow Returns 

In 1980, we will continue the same 
strategy. This February, comedian 
Steve Martin starred in a Dr Pepper 
Valentine’s Day special. Other 1980 
specials will feature Olivia Newton- 
John and Barry Manilow. 

Increased national advertising 
support and strong bottler co-op 
media programs will extend the reach 
and increase the impact of Dr Pepper 
and Sugar Free Dr Pepper advertising 
in all markets. 
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May is “Pepper Month'' 

Beginning in May, “Be a Pepper 
Month” promises to be the selling 
event of the year. Supported by 
newspaper ads and TV/radio tags, “Be 
a Pepper Month” will promote in¬ 
store merchandising of Pepper 
wearables. Under-the-crown 
programs will feature high-quality 
Pepper T-shirts, caps, socks and iron- 
on transfers. 

JCPenney Retails Wearables 

Pepper sportswear and accessories 
will be offered nationwide for the first 
time ever by a major retailer when 
1,800 JCPenney stores begin 
decorating displays for spring and 
summer clothes. Pepper wearables 
will be shown in JCPenney’s summer 
catalogs to be delivered this spring to 
more than 8 million U.S. homes. 

The July 4th promotion will 
feature a beef and Dr Pepper 
sweepstakes and the Labor Day “Stock 
Up” promotion will offer chances for 
consumers to win S50,000 in 
Dr Pepper stock. In addition to price- 
off couponing, both promotions will 
benefit from newspaper ad support and 
special TV tags. 

Drink Mugs Popular 

One of last year’s most popular 
promotion items for fast food accounts 
was the Dr Pepper commemorative 
drink mug. These 18 oz. decorated 
plastic mugs made it possible to 
customize sports or institutional 
promotions in many bottler markets. 
Hundreds of thousands of Dr Pepper- 
identified mugs surfaced in the 
marketplace in 1979 and in 1980, 
millions more will be distributed 
through fast food outlets. 

Among other 1980 promotion 
items for single drink marketing and 
merchandising are nostalgia trays, 
pitchers and glasses and a rub-off 
pinball card game. 


Soccer Programs 

r Pepper is involved at every 
level of soccer, America’s 
fastest-growing and largest 
participation sport. Many successful 
programs were effected in 1979 
between Dr Pepper bottlers and 
professional teams of the North 
American Soccer League. 

Dr Pepper’s exclusive contract 
with the 26-team NASL will continue 
in 1980 as will contracts with the 
National Soccer Coaches of America 
Association “All-America” awards 
and sponsorship of the annual 
National Soccer Championships of 
the National Association of 
Intercollegiate Athletics. Dr Pepper 
will reach one million college 
students through the NAIA affiliation. 

Grocery Test Successjiil 

Throughout the 1980s, strong growth 
for Dr Pepper and Sugar Free 
Dr Pepper is anticipated in grocery and 
fountain accounts. During the 1970s, 
Dr Pepper sales in food stores 
increased more than 300%. Impressive 
as that performance figure is, sales 
through food stores account for more 
than 50% of total soft drink sales but 
only about 40% of total Dr Pepper 
and Sugar Free Dr Pepper sales. 
Therefore, the growth opportunities 
for developing Dr Pepper sales 
through food stores are abundant. 

After two years of developing 
and refining a concept for grocery 
promotion through chain food stores. 
Dr Pepper evolved a test program in 
1979 involving 170 bottlers 
participating in more than 400 chain 
trading area promotions. Major 
support was achieved with the aid of 
newspaper ads which featured price- 
off coupons. This test will be 
expanded in 1980. 




Don Valentine, Sales 
Promotion Director; Alice 
Martin, Consumer Service 
Director 



Jim Chappell, Promotion 
Manager Single Drink Sales; 
Debbie Richard, Sales 
Promotion Coordinator; 
Charles L. Hawkins, Vice 
President-Marketing Services 
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STAR! 


Plastic Packages Gain 

Soft drink packaging in 1979 saw a 
dramatic turn to lightweight plastic in 
liter and 2-liter size bottles. 

Although Dr Pepper was a late starter 
in securing sufficient inventories of 
PET (polyethylene terephthalate) 
packaging in 1978, more than 13% of 
all retail packages of Dr Pepper and 
Sugar Free Dr Pepper sold in 1979 was 
in PET bottles. This compares to less 
than 2% the previous year. The 
majority of PET packaging sold is 
through food stores. 


100 . 0 % 100 . 0 % 100 . 0 % 


Com Sweeteners in Testing 

S ince they first became available, 
Dr Pepper Company has been 
testing the viability of the new 
generation of high fructose corn 
sweeteners, 55% fructose products 
designated HFCS 55. Fructose from 
corn provides a sweetness equal to 
refined sugar and gives bottlers an 


Sugar Fret Dr Pepper 
advertising has been stressing 
the amazing taste of America's 
fastest growing major sugar 
free brand. Whether it was 
“Tastes too good to be true" or 
“Tastes fattening but It's not", 
consumers got the message 
about a delicious sugar free 
drink. 


CANS. 

. . 43.2% 46.3% 

47.7% 

RETURNABLES 

. . 43.2% 38.4% 

35.2% 

NON-RETURNABLES: 


GLASS. 

. . 13.6% 13.6% 

3.5% 

PLASTIC . . . . 

. . — 1.7% 

13.6% 


DR PEPPER PACKAGE MIX 

1977 1978 1979 


alternative, lower-cost sweetener. 
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Dr Pepper Company was the first 
major soft drink manufacturer in 1974 
to approve bottler use of HFCS 42 
(42% fructose) as a 25% (and later 
50%) replacement for sugar in making 
finished Dr Pepper. HFCS 55 
currently is approved for bottlers as a 
75% replacement product. That was 
authorized in July, 1978. 

Last year, 12 Dr Pepper bottlers, 
including two company-owned 
operations, began testing Dr Pepper 
sweetened 100% with HFCS 55. 
Results have been good with “55" 
products easily passing taste and 
shelf-life tests. 

If the test proves satisfactory, it is 
expected that approval for use of 
HFCS 55 at the 100% level will be 
authorized for all Dr Pepper bottlers 
by year-end. 

Subsidiaries Improve 

The corporate plant group continued 
to make significant sales and profit 
contributions in 1979. Dr Pepper 
Bottling Company of Southern 
California (Gardena, Los Angeles 
County) was the pace-setter in case 
sales increases and increased earnings 
over 1978. The Southern California 
operation and Texas subsidiaries for 
the markets of Dallas/Fort Worth, 
Houston, San Antonio and Waco 
recorded a 13.2% increase in net sales 
versus 1978. 

Can Line Producing 

Last year marked completion of a 
high-speed canning line, the last 
scheduled production element for 
Dr Pepper Metroplex Refreshment 
Company (DPMRC). The 460,000 sq. 
ft. production/distribution complex 
located in the Dallas suburb of 
Irving, began initial production from 
five high-speed, bottle-filling lines in 
1978. 


Addition of the can-filling line 
has effectively increased distribution 
and sales throughout the north 
central Texas market of nearly three 
million. DPMRC now supplies 
aluminum canned Dr Pepper and 
Sugar Free Dr Pepper to all Texas 
subsidiaries as well as licensed 
bottlers in the Southwest. 

Among DPMRC’s five bottling 
lines is a high-speed filler for 2-liter 
PET bottles. PET marketing 
programs, begun in 1979, met with 
tremendous success and accounted for 
increased unit sales of family-size 
packages in all Texas subsidiaries. 

Houston Plant Begun 

ast July, ground was broken for 
another major company capital 
investment project — the 250,000 
sq. ft. production/distribution facility 
for Dr Pepper Bottling Company of 
Houston, Inc. 

Filler and other major production 
equipment for dual bottling lines and 
a can filler have been ordered. The 
new plant, located on 21 acres in 
south Houston, is being financed 
internally and is expected to be 
completed by spring, 1981. 

Market Sizes Expanded 

The Houston facility will service the 
largest market population in Texas. 
That market was expanded in late 
1979 when Houston Dr Pepper 
purchased assets of an adjacent 
Dr Pepper bottler in Conroe. This 
will add beneficial volume to 
Houston’s annual sales and profits and 
strengthen an already high Dr Pepper 
per capita market. 




Tom Hunter, Vice President- 
Administration; Jim 
Schumacher, Director 
Purchasing 



Bill Massmann, Vice 
President-Governmental 
A ffairs; Jim Ball, Director 
Public Relations; Joe K. 
Hughes, Executive Vice 
President-Operations 



Ken Timms, Vice President 
Dr Pepper Metroplex 
Refreshment Company; Richard 
D. O’Connor, Vice President- 
Corporate Plants 
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Northern Ireland, Bermuda Open 

Last May, Cantrell & Cochrane Ltd. 
of Belfast, Northern Ireland became 
the first Dr Pepper licensee in 
Northern Europe. Cantrell & 
Cochrane has its group headquarters in 
Dublin, Ireland and is the largest 
manufacturer of soft drinks in Ireland 
and Northern Ireland. Its Belfast 
plant produces for a market 
population of 1.5 million. 

The Bermuda licensee is John 
Barritt & Sons Ltd. and has operated 
under continuous ownership since 
1874. The United Kingdom island 
colony receives more than a half¬ 
million tourists annually. 


The “Misunderstood” campaign 
was the first by Y&R for 
Dr Pepper and while it was 
successful in carrying the 
uniqueness of the taste and the 
name to newly-franchised areas 
in the early 1970s, many long¬ 
time consumers and bottlers 
were confused about how an 
old-timer like Dr Pepper could 
be misunderstood. They already 
knew, and ten years later the 
whole country knows, Dr Pepper 
is unique and delicious. 


San Antonio Dr Pepper increased 
its market size, product line and 
volume potential last year with the 
purchase of the Canada Dry Bottling 
Company of San Antonio. 

In the international marketplace 
Dr Pepper continued its selective 
expansion program in 1979 with 
product introductions in Northern 
Ireland and Bermuda. 
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Dr Pepper's licensee in Amman, 
Jordan reported good first-year sales 
in its market of 3.5 million. Increases 
in Dr Pepper sales were registered by 
Japan bottlers in Tokyo, Tone and 
Okinawa. These results were 
encouraging since 1979 soft drink 
industry sales in Japan were down. 

Africa Introduction Set 

The largest Dr Pepper franchise in the 
world will open this year in West 
Africa. The Nigeria bottler will 
introduce Dr Pepper and Salute 
flavors to a population of 42 million. 
Applications for eight more 
international licensees have been 
approved. Distribution of Dr Pepper 
in these new markets will begin as 
soon as packages and production are 
readied. 

Canada sales of Dr Pepper in 
1979 were 63% better than in the 
previous year. Dr Pepper is sold 
coast-to-coast in 28 Canadian markets 
and approximately 55% of the nation 
is under license to sell Dr Pepper. 

This is an important year for Canadian 
market expansion and increased 
product availability. 

Canada Division Reformed 

This February, the Canada sales 
division was realigned to become 
Dr Pepper Company/Canada and 
former division manager Joachim Pfau 
was appointed President. The 
reformation is necessary if Dr Pepper 
is to reach the same level of consumer 
awareness it enjoys in the U.S. The 
Toronto-based operation has an all- 
Canadian staff of 12 administrative, 
marketing and field sales personnel. 


“King of Beverages" Published 

he fascinating story of the oldest 
major soft drink on the American 
market has now been written and 
published. Authored by Harry E. 

Ellis, 50-year veteran historian and 
former Dr Pepper Company Vice 
President-Public Relations, Dr Pepper 
— King of Beverages begins with the 
dramatic saga of events in the late 
1800s in Waco, Texas where 
Dr Pepper was first concocted and 
sold in W. B. Morrison's Old Corner 
Drug Store. The intriguing history 
traces the progress and growth of 
Dr Pepper from 1885 through 1979. 

The origin of the drink was 
linked romantically to its founders. 

Dr Pepper was subjected to all 
manner of abuses, yet managed to 
survive to become one of America's 
leading beverages. Ellis observes, 
“The product had many opportunities 
to fail which, fortunately, were 
outnumbered by its opportunities to 
succeed.” 

The 8 V 2 X 11 inch book contains 
268 pages including more than 300 
illustrations, many in full color and 
duotones, featuring early Dr Pepper 
advertising and artifacts. The cover is 
leather-like hardback, embossed with 
the four-color illustration of a lion — 
one of the brand's early product 
pictorials exhibiting vim, vigor and 
vitality which symbolized the “King 
of Beverages." 

Special Shareholder Price 

This limited edition, classic 
corporate history, which parallels the 
success of free enterprise in America, 
will sell in retail bookstores for 
S24.95. Shareholders were extended a 
special offer of $17.95 (including 
postage, packaging, handling and tax) 
with the March 1, 1980 dividend. 
Shareholders participating in the 
company’s Dividend Reinvestment 
Program can receive an order blank 
for the special price by writing the 
Purchasing Department do the 
address on the back cover of this 
report. 





Dick Wilson, Industrial 
Engineer, C.W . “Woody” 
Reeves, Vice President- 
International; Lee Scallorn, 
Operations Manager 
International 



Nakahara and Suzuki, 
Assistant Marketing Managers 
and Hal Stockstill, Vice 
President-Japan Operations 
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Distribution of Revenue 

(Net revenue of $291,762,000) 


Disbursements for operations: 

Manufacturing costs related to raw 
materials and packaging. 


Marketing expenses for promotion 
and advertising. 


(in millions) 


$142.8 


$ 44.8 



percent 


48.96% 


> 88 . 14 % 


15.35% 


Wages and benefits paid to 2,100 

Dr Pepper employees. 

$ 

36.8 

Income taxes. 

$ 

19.7 

Other administrative and 
general expenses. 

$ 

13.1 

Capital for new investment 
and return to stockholders: 



Dividends paid to Dr Pepper 
Company’s 22,000 stockholders . 

$ 

13.5 

Depreciation and expenses which 
contribute to capital recovery for 
future investment. 

$ 

1 

11.0 






Profits reinvested in business .... $ 10.1 



12.61% 


6.75% 


4.4 7% 
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4.64% 

3.77% S 11 . 86 % 


3.45% 
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Earnings Per Share 

(dollars) 



N et sales increased $20,754,000 in 
1979 which represented a 7.7% 
improvement over 1978 results. 
Syrup and concentrate unit sales increased 
approximately 1% in 1979. Case sales in 
1979 for the corporate-owned bottling 
companies were up nearly 5% for 
comparable franchise territories. This 
increase excludes the 1978 case sales for 
the San Diego territory which was sold in 
November, 1978. If San Diego’s sales are 
included, case sales in the corporate- 
owned bottling companies would 
approximate the same level for both 1979 
and 1978. 

In July, 1979, the Company placed 
into effect price increases for Dr Pepper 
and Sugar Free Dr Pepper concentrate of 
approximately 9% and 8%, respectively. 
Also, during the year prices for fountain 
syrups were raised. Additionally, the 
Dr Pepper Company Can Division and 
each of the corporate-owned bottling 
companies raised prices to offset the 
inflationary effects of ingredients, 
materials and marketing costs. 

Corporate bottling companies’ 
percentage of contribution to net sales 
(before elimination of intercompany sales) 
increased in 1979 to 43.7% compared to 
38.5% in 1978 and 36.0% in 1977. This 
strong increase is due to a 13.2% increase 
in net sales for bottling subsidiaries as 
well as a decrease of approximately 
$23,000,000 in sales for the Can Division 
of Dr Pepper Company. 

Reduced sales in the Can Division can 
be traced to several causes. First, more 
bottlers are putting in their own canned 
product production lines, thereby 
reducing their dependence on Dr Pepper 
Company to provide canned product 
through one of the Can Division’s 60 
contract canners. Secondly, a new co-op 
canner was built in the Southwest by 
several of the independent Dr Pepper 
bottlers who previously purchased canned 
product from the Can Division’s Dallas 
facility. This action resulted in a 40% 
volume reduction for the Dallas facility. 
Finally, due to the above-mentioned 
event, the Can Division closed the Dallas 
facility and contracted its remaining 
business with the Company’s wholly- 
owned subsidiary, Dr Pepper Metroplcx 
Refreshment Company. 

Sugar Free Dr Pepper accounted for 
16.3% of all concentrate and syrup 
gallonage sold in 1979 compared to 


16.4% in 1978 and 15.7% in 1977. 

Dr Pepper and Sugar Free Dr Pepper 
fountain syrup made strong contributions 
to sales in 1979 and represented 23.0% of 
unit volume compared to 21.8% in 1978 
and 21.6% in 1977. 

In 1978, net sales increased 19.5% 
over 1977. Primary contributions to this 
increase included a unit volume increase 
of 8%, increases in the selling price of 
Dr Pepper and Sugar Free Dr Pepper 
concentrate and fountain syrup and the 
increase in bottling companies’ 
contribution to net sales. 

Cost of Sales 

In 1979, cost of sales increased 7.8%. This 
increase is in line with the increase in net 
sales and accounts for the fact that gross 
profit as a percent of net sales for both 
1979 and 1978 was 47.9%. The ingredients 
and materials component of this cost 
category was up 9.3% in 1979 and reflects 
the impact of increased cost of sweeteners 
(both sugar and high fructose corn 
sweetener prices were up approximately 
9% and 12%, respectively, for the year), 
returnable glass (increases approximated 
12%), cans (up 9%) and paper products 
(corrugated cartons increased 20% during 
the year). As a percentage of net sales, cost 
of sales was 52.1 % for both 1979 and 
1978. 

In 1978, cost of sales increased by 
17.7% over 1977. The Company in 1978, 
like 1979, experienced significant increases 
in the prices of raw materials and 
packaging supplies. 

Administrative , Marketing and General 

As a percent of net sales, administrative, 
marketing and general expenses were up 
slightly in 1979 to 33.5% compared to 
32.8% in 1978. Dollar amount for this 
expense category increased $8,852,000 or 
approximately 10% over 1978 costs. This 
reflects an increase in marketing expense as 
well as overall expansion of business 
activity of the Company during the year. 

In 1978, administrative, marketing 
and general expenses were up 27.7% over 
1977 and, as a percent of net sales, to 
32.8% versus 30.7% in 1977. Principal 
reason for this significant increase was 
increased marketing expense for 
Dr Pepper Company and its five bottling 
subsidiaries. Also, contributing to the 
increase were higher wages and salaries, 
pension costs and administrative support 
costs. 


Assets 

(millions of dollars) 






















































Other Income 

Other income in 1979 decreased $61,000 or 
4.2% compared to 1978. As a percent of 
net sales, other income retained a .5% 
level for both 1978 and 1979. Items which 
contributed to other income included 
investment income, which was $1,700,000 
in 1979 compared to $900,000 in 1978, and 
recognition of a settlement of an insurance 
claim in which the proceeds received to 
replace assets destroyed by fire exceeded 
their net depreciated basis. 

In 1978, other income increased by 
10.1% over 1977. Among the items 
contributing to this increase and 1978’s 
favorable results included a gain on the 
sale of the San Diego operation by the 
Dr Pepper Bottling Company of Southern 
California and recognizing the loss 
incurred from Japan operations in the 
consolidated statements, rather than by 
the equity method, thereby including the 
loss as part of operating profit. In 1977 
and prior years, losses in Japan were 
recorded as an item of other income. 

Taxes 

In 1979, the effective tax rate increased to 
45.5% from 1978’s 44.4% rate. Provision 
for taxes in 1979 was up $857,000 or 4.5%. 
In 1978, investment tax credit was 
$1,593,000 compared to $867,000 in 1979. 
This reduction in investment tax credit, 
derived from the completion of the 
production and distribution facility in 
1978 for the Dallas/Fort Worth 
Metroplex, was the primary cause for the 
increased rate between the two years. 

In 1977, the effective tax rate was 
47.2% and, as discussed above, was higher 
than 1978’s 44.4% rate due to the 1978 
investment tax credit being approximately 
2Vi times larger than that experienced in 
1977. 

Net Earnings 

Net earnings increased by $44,000 in 1979 
reflecting the slowdown in unit sales 
volume for the year. In 1978, net earnings 
increased by 16% with an 8% unit volume 
increase and a reduced tax rate being the 
contributing factors. Net earnings as a 
percent of sales in 1979 was 8.1 % 
compared to 8.7% in 1978 and 9.0% in 
1977. 


Balance Sheet Analysis 

T he following is an analysis of 

changes in major components of the 
Balance Sheet between 1979 and 

1978: 

Working Capital 

Working capital increased in 1979 to 
$30,466,000 from $26,737,000 in 1978. 

This was an improvement of $3,729,000 or 
13.9%. The principal components of the 
balance sheet reflecting this gain were cash 
and marketable securities which gained 
$5,710,000 or 79.1 % from the previous 
year. These components accounted for 
10.4% of total assets in 1979 as compared 
to 6.7% in 1978. 

Sources for this increase in working 
capital came from charges to depreciation 
expense of $8,141,000 in 1979, or a 23.3% 
increase over 1978. This results from the 
recognition of depreciation on buildings, 
machinery and equipment of the Dallas/ 
Fort Worth manufacturing and 
distribution facility for a full year, 
whereas 1978’s financial results reflect 
only a partial year. For the same reason, 
deferred taxes increased 50.9% or 
$1,531,000, also contributing to working 
capital. This item reflects the difference 
between depreciation of property, plant 
and equipment by the straight-line 
method for financial statement reporting 
purposes versus the accelerated method 
for tax purposes. 

Accounts payable and accrued 
expenses increased $4,325,000 in 1979. 

This increase arises from the company’s 
normal operations. At the end of 1979, 
items contributing to the increased balance 
included the acquisition of data processing 
equipment during December as well as 
marketing expenses payable for a national 
television special presented in December. 

Other Assets 

The increase in net property, plant 
and equipment was $7,541,000. 
Approximately $4.4 million of this 
reflects initial acquisition of land and 
construction costs for building the new 
production and distribution facility for the 
Company’s subsidiary, Dr Pepper 
Bottling Company of Houston, Inc. 
During the year, total capital expenditures 
were $15,682,000 versus $21,498,000 in 
1978. In 1978, the Dallas/Fort Worth 
Metroplex production and distribution 
facility accounted for most of the 
expenditures. 



Net Earnings 

(millions of dollars) 



Capital Expenditures 

(millions of dollars) 


24 


33 


30 


27 


30 



















































56 66 77 88 98 



Stockholders’ Equity 

(millions oj dollars) 



Return on Avg. Stockholders’ Equity 

(percent) 



Dividends Per Share 

(dollars) 


Management's Discussion 
and Analysis of Operations 


Stockholders’ Equity 

Stockholders’ equity increased in 1979 to 
$97,914,000 versus $87,839,000 in 1978, an 
11.5% improvement. For the year, the 
return on average stockholders’ equity 
was 25.4%, down from 28.7% recorded in 
1978. The weighted average return on 
equity over the last five years is 26.6%. In 
analyzing the results, a comparison to 
other industry companies can be made 
by reviewing Forbes magazine’s “32nd 
Annual Report on American Industry” 
(January 7, 1980). In that issue, which 
compiled statistics on 1,035 public 
companies with sales of at least $300 
million, the average return on equity for 
all such companies during the latest 12- 
month reporting period was 16.7% and 
the five-year average was 15.1%. 

Dr Pepper Company’s five-year weighted 
average return on equity exceeded that of 
the highest rated company in the report’s 
“Drinks” category. The Company’s 1979 
average return on equity would have 
placed it second in the “Drinks” category 
and first among the soft drink companies 
included in the report. 

In The 1979 Fortune Double 500 
Directory, Dr Pepper Company was ranked 
610th based on 1978 sales. In the listing of 
the 1,000 largest industries, the 
Company’s return on stockholders’ equity 
ranked 45th and first for those companies 
in the “Beverages” category. 

Return on average total capital 
invested in 1979 was 24.2%. In 1978, the 
return was 27.5%. The weighted average 
return on total capital invested for the 
five-year period ended December 31, 1979, 
was approximately 24.6%. Using Forbes 
as a source for comparison, Dr Pepper 
Company’s return exceeds the average of 
the 1,035 public companies measured in 
the January 7, 1980 issue. Forbes reported 
an average return on capital for the latest 
12 months of 11.8% and a five-year 
average of 11.0% for all companies. 

Also, Dr Pepper Company’s return on 
capital would place it in second place in 
the “Drinks” category for best performance 
during the latest 12-month period and in 
first place for the five-year average return. 
Dr Pepper Company’s return on average 
total capital was better than any soft drink 
company included in the report. 

Total average capital invested 
consists of averaging the current and prior 
year-end balances for stockholders’ 
equity, deferred taxes and credits and notes 
payable, including current portion. 


Earnings used is the sum of net earnings 
and after-tax interest paid on notes 
payable during the year of measurement. 

Book value for the Company in 1979 
increased 11.5% to $4.85 per share. In 
1978, the book value per share was $4.35. 

Dividends 

On December 1, 1979, Dr Pepper 
Company paid its 200th consecutive 
dividend. This record of 50 consecutive 
years of dividend payments has grown 
from a rate of slightly over $.01 per share 
in 1930 (restated for stock splits) to $.67 
per share in 1979. This year also represents 
the 18th consecutive year the dividend rate 
has been increased. 

During the last 10-year period the 
annual dividend has increased at a 
compounded annual rate of 16.8%. 

The $.67 per share paid in 1979 was 
57% of the prior year’s earnings per share 
and approximated Management’s objective 
to pay out 60% of prior year’s earnings in 
dividends to stockholders. Distribution of 
dividends by quarter was: 


1979 1978 1977 


1st Quarter .... 

$.16 

.15 

.11 

2nd Quarter . . . 

.17 

.15 

.14 

3rd Quarter . . . 

.17 

.15 

.14 

4th Quarter.... 

.17 

.16 

.14 


$.67 

.61 

.53 


Market Price of Common Stock 

The Company’s stock is listed on both the 
New York Stock Exchange and the Pacific 
Stock Exchange where it is traded under 
the symbol DOC. The stock also trades 
on an unlisted basis on the Boston and 
Midwest Stock Exchanges. The table 
below shows the reported high and low 
sales prices of the stock on the New York 
Stock Exchange for the periods indicated. 

1979 1978 1977 


Qtr. 

High 

Low 

High 

Low 

Hi S h 

Low 

1st . 

. S16% 

13 7 /b 

15 5 /s 

13% 

14 y« 

11 

2nd . 

. \9Va 

14 % 

19 3 /s 

14% 

13/4 

11 

3rd . 

. 16 % 

14 % 

20 % 

16 3 /b 

151/2 

n% 

4th . 

. 14 % 

10 

20% 

14 

17!4 

14% 


The closing price of the stock on 
December 31, 1979, was $ll 7 /s. In 1978 
and 1977, the year-end closing prices were 
$141/2 and $14 5 /8, respectively. 






































































Five-Year Summary of Operations 

(in thousands except as noted and/or per share amounts) 



1979 

1978 

1977 

1976 

1975 

Operating Results: 

Net sales. 

$291,762 

271,008 

226,750 

187,216 

171,862 

Cost of sales. 

152,033 

141,093 

119,910 

95,642 

97,231 

Gross profit. 

139,729 

129,915 

106,840 

91,574 

74,631 

as a % of net sales. 

47.9% 

47.9% 

47.1% 

48.9% 

43.4% 

Administrative, marketing and 
general expenses. 

97,821 

88,969 

69,665 

59,711 

49,051 

Operating profit. 

41,908 

40,946 

37,175 

31,863 

25,580 

Other income (loss), net. 

1,403 

1,464 

1,329 

1,563 

(388) 

Earnings from continuing 

operations before income taxes . 

43,311 

42,410 

38,504 

33,426 

25,192 

as a % of net sales. 

14.8% 

15.6% 

17.0% 

17.9% 

14.7% 

Income taxes. 

19,702 

18,845 

18,182 

15,834 

12,307 

Effective tax rate. 

45.5% 

44.4% 

47.2% 

47.4% 

48.9% 

Earnings from continuing 

operations. 

23,609 

23,565 

20,322 

17,592 

12,885 

Earnings (loss) from discontinued 
operations, net of applicable 
income taxes. 
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(1,950) 

Net earnings. 

23,609 

23,565 

20,322 

17,785 

10,935 

as a % of net sales. 

8.1% 

8.7% 

9.0% 

9.5% 

6.4% 

Balance Sheet Data: 

Current assets. 

S 51,300 

43,090 

46,127 

55,566 

41,798 

Current liabilities. 

20,834 

16,353 

16,614 

22,536 

17,332 

Working capital. 

30,466 

26,737 

29,513 

33,030 

24,466 

Current ratio. 

2 . 5:1 

2.6:1 

2.8:1 

2.5:1 

2.4:1 

Property, plant and equipment, 
net. 

61,822 

54,281 

39,386 

25,634 

20,412 

Additions to property, plant and 
equipment. 

15,682 

21,498 

18,275 

7,666 

2,745 

Other assets. 

11,108 

10,763 

10,819 

12,164 

13,087 

Capitalization: 

Long-term debt (including 
short-term portion). 

949 

539 

856 

10,902 

6,507 

Deferred taxes and credits .... 

4,757 

3,572 

2,480 

1,186 

828 

Stockholders’ equity. 

97,914 

87,839 

76,587 

66,333 

56,159 

Total invested capital . . . 

103,620 

91,950 

79,923 

78,421 

63,494 

Return on average stockholders’ 
equity . 

25 . 4 % 

28.7% 

28.4% 

29.0% 

20.4% 

Return on average invested capital 

24 . 2 % 

27.5% 

25.9% 

25.4% 

18.4% 

Per Share of Common Stock Data: 

Earnings from continuing 

operations. 

S 1.17 

1.17 

1.01 

.87 

.64 

Earnings (loss) from 

discontinued operations. 




.01 

(.09) 

Net earnings. 

1.17 

1.17 

1.01 

.88 

.55 

Dividends . 

.67 

.61 

.53 

.40 

.311/2 

Book value. 

4.85 

4.35 

3.79 

3.31 

2.81 

Number of shares outstanding .... 

20,200 

20,200 

20,200 

20,020 

20,017 

Number of employees (actual) . . . 

2,100 

2,100 

1,800 

1,700 

1,600 


Note: Years 1975 and 1976 are restated to include merger with Dr Pepper Bottling Company of Southern California, February 25, 1977. Merger 
was accounted for as a pooling of interests. 
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Consolidated Balance Sheets 

DR PEPPER COMPANY AND SUBSIDIARIES 
December 31, 1979 and 1978 


Assets 

Current assets: 

Cash. 

Marketable securities - at cost, which 

approximates market (note 2).. 

Receivables: 

Trade accounts (net of allowance for doubtful 
receivables of $343,000 in 1979 and 

$348,000 in 1978). 

Other notes and accounts.. 

Inventories: 

Finished products. 

Raw materials and supplies.. 

Prepaid expenses. 

Total current assets. 

Notes receivable and other assets. 

Land held for investment, at cost.. 

Property, plant and equipment - at cost: 

Land. 

Buildings and improvements. 

Machinery, equipment and furniture. 

Less accumulated depreciation. 

Net property, plant and equipment. 

Franchises, formulae and trademarks - at unamortized 
cost or nominal value. 


Liabilities and Stockholders' Equity 

Accounts payable and accrued expenses. 

Current portion of notes payable. 

Federal and state income taxes (note 3). 

Total current liabilities. 

Notes payable. 

Deferred Federal and state income taxes (note 3) . . 

Other deferred credits. 

Stockholders’ equity (notes 4 and 5): 

Common stock without par value. Authorized 
25,000,000 shares; issued 20,200,258 shares 
in 1979 and 20,200,313 shares in 1978 ... . 
Retained earnings. 

Total stockholders’ equity. 

Contingencies (note 8) 


1979 

1978 

S 1,016,000 

2,122,000 

11,916,000 

5,100,000 

21,072,000 

380,000 

19,443,000 

251,000 

4,795,000 

6,166,000 

5,955,000 

5,637,000 

6,236,000 

4,301,000 

51,300,000 

43,090,000 

1,699,000 

2,473,000 

1,787,000 

1,787,000 

4,594,000 

24,386,000 

60,462,000 

2,488,000 

21,727,000 

52,903,000 

89,442,000 

27,620,000 

77,118,000 

22,837,000 

61,822,000 

54,281,000 

7,622,000 

6,503,000 

$124,230,000 

108,134,000 

S 19,742,000 

15,417,000 

224,000 

169,000 

868,000 

767,000 

20,834,000 

16,353,000 

725,000 

370,000 

4,537,000 

3,006,000 

220,000 

566,000 

13,117,000 

84,797,000, 

13,117,000 

74,722,000 

97,914,000 

87,839,000 

S124,230,000 

108,134,000 


See accompanying notes to consolidated financial statements. 



































































Consolidated Statements of Earnings and Retained Earnings 

DR PEPPER COMPANY AND SUBSIDIARIES 
Years ended December 31, 1979 and 1978 


1979 

Net sales. 8291,762,000 

Cost of sales. 152,033,000 

Gross profit. 139,729,000 

Administrative, marketing and general expenses. 97,821,000 

Operating profit. 41,908,000 

Other income, net. 1,403,000 

Earnings before income taxes. 43,311,000 

Federal and state income taxes (note 3): 

Current. 18,171,000 

Deferred. 1,531,000 

19,702,000 

Net earnings. 23,609,000 

Retained earnings at beginning of year. 74,722,000 

Dividends paid — S.67 per share in 1979 and S.61 per share in 1978 . 13,534,000 

Retained earnings at end of year. $ 84,797,000 


Earnings per common and common share equivalent. ^_ 1.17 


1978 

271,008,000 

141,093,000 

129,915,000 

88,969,000 

40,946,000 

1,464,000 

42,410,000 

18,052,000 

793,000 

18,845,000 

23,565,000 

63,479,000 

12,322,000 

74,722,000 

1.17 


See accompanying notes to consolidated financial statements. 















































Consolidated Statements of Changes in Financial Position 

DR PEPPER COMPANY AND SUBSIDIARIES 
Years ended December 31, 1979 and 1978 


Sources of working capital: 

Net earnings. 

Add items which do not affect working capital: 

Depreciation of property, plant and equipment . . . 
Amortization of franchises, formulae and trademarks 
Deferred income taxes. 

Working capital provided by operations. 

Issuance of 800 shares of common stock in 1978 . 

Decrease in notes receivable and other assets. 

Decrease in franchises, formulae and trademarks .... 

Increase in long-term debt. 

Increase in other deferred credits. 



Uses of working capital: 

Dividends on common stock. 

Additions to property, plant and equipment . . . 
Increase in notes receivable and other assets . . . 

Retirement of long-term debt. 

Increase in franchises, formulae and trademarks 
Decrease in other deferred credits. 


Increase (decrease) in working capital 

Changes in components of working capital: 
Increase (decrease) in current assets: 

Cash and marketable securities. 

Receivables. 

Inventories. 

Prepaid expenses. 


Increase (decrease) in current liabilities: 

Accounts payable and accrued expenses . . . 

Notes payable. 

Federal and state income taxes. 

Increase (decrease) in working capital 

See accompanying notes to consolidated financial statements. 


1979 1978 


S23,609,000 

23,565,000 

8,141,000 

6,603,000 

207,000 

111,000 

1,531,000 

793,000 

33,488,000 

31,072,000 

— 

9,000 

774,000 

— 

— 

824,000 

355,000 

— 

— 

299,000 

34,617,000 

32,204,000 

13,534,000 

12,322,000 

15,682,000 

21,498,000 

— 

879,000 

— 

281,000 

1,326,000 

— 

346,000 

— 

30,888,000 

34,980,000 

S 3,729,000 

(2,776,000) 


S 5,710,000 

(8,199,000) 

1,758,000 

4,866,000 

(912,000) 

(1,539,000) 

1,654,000 

1,835,000 

8,210,000 

(3,037,000) 

4,325,000 

2,128,000 

55,000 

(36,000) 

101,000 

(2,353,000) 

4,481,000 

(261,000) 

$ 3,729,000 

(2,776,000) 
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Notes to Consolidated Financial Statements 

DR PEPPER COMPANY AND SUBSIDIARIES 
December 31, 1979 and 1978 


(1) Summary of Significant Accounting Policies 

(a) Consolidation and General 

The consolidated financial statements comprise the 
accounts of the Company and its subsidiaries, all of 
which arc wholly owned. All material intercompany 
accounts, transactions and profits have been 
eliminated. 

The Company manufactures, markets, sells and 
distributes soft drink concentrates (the basic ingredient 
for soft drinks) and fountain syrups (concentrate with 
sweeteners and water added), principally to 
independent, franchise bottlers in the United States. 

To a lesser extent the Company also bottles and 
distributes soft drinks through wholly-owned 
subsidiaries and cans soft drinks for sale to its 
franchised bottlers. 

(b) Inventories 

Inventories are stated at the lower of cost (first-in, 
first-out) or market (net realizable value) or the lower 
of cost (last-in, first-out) or market. The excess of 
current cost over stated last-in, first-out cost is not 
material. 

(c) Property, Plant and Equipment 

The Company and its subsidiaries provide for 
depreciation of property, plant and equipment on a 
straight-line basis over the estimated useful life of the 
asset. The Company uses the inventory method of 
accounting for returnable containers. 

Maintenance and repairs are charged to operations 
as incurred; renewals and betterments arc capitalized 
and depreciated. The cost and accumulated 
depreciation of properties sold or disposed of are 
removed from the accounts. The resultant profit or 
loss on such transactions is credited or charged to 
earnings. 

(d) Franchises, Formulae and Trademarks 

The costs of franchises acquired subsequent to 1971 arc 
being amortized primarily over forty years. The costs 
of franchises acquired in 1971 and prior years are not 
required to be amortized and, in the opinion of 
management, there has been no diminution in their 
value. 

(e) Federal Income Taxes 

Deferred taxes are provided for all items included in 
the consolidated statements of earnings regardless of 
when such items are reported for tax purposes. 

Investment tax credits are recorded as a reduction 
of Federal income tax expense in the year realized. 


(f) Earnings Per Common and Common Share Equivalent 
Earnings per common and common share equivalent 
arc based on the weighted average number of shares 
outstanding and equivalent shares from dilutive stock 
options. 

(2) Marketable Securities 

Marketable securities included in current assets at 
December 31, 1979 and 1978 consisted primarily of 
United States Treasury obligations. 

(3) Income Taxes 

The “expected” provision for income taxes computed 
by applying the Federal income tax rate of 46% in 
1979 and 48% in 1978 to earnings before income taxes, 
is reconciled to the provision for income taxes as 
follows: 


1979 1978 


Computed “expected” tax 



provision . 

. S19,923,tKH) 

20,357,000 

Investment tax credit . . . . 

(867,000) 

(1,593,000) 

Other. 

646,000 

81,000 


$19,702,000 

18,845,000 


Approximately $942,000 and $753,000 of deferred 
taxes for 1979 and 1978, respectively, arise principally 
from using accelerated depreciation methods for tax 
purposes and straight-line methods for financial 
purposes. Remaining deferred tax items constitute 
individually less than 5% of the computed “expected” 
tax provision. 

(4) Stock Option Plan 

The Company has in effect a qualified stock option 
plan under which the Board of Directors may grant 
options to selected employees to purchase common 
stock of the Company. The exercise price of options 
granted under the Plan may not be less than the quoted 
market price at date of grant, and the options expire 
five years from date of grant. At December 31, 1979, 
options were outstanding to purchase 200 shares 
(39,950 shares in 1978) at $10.75 per share ($2,150 
aggregate). Of the outstanding options, 200 shares are 
currently exercisable (39,750 shares in 1978). During 
1979, no options were exercised and 39,750 shares were 
forfeited. During 1978, options were exercised for 800 
shares at $10.75 per share ($9,000 aggregate). At 
December 31, 1979, there were no unoptioned shares 
available for option as the Plan expired in 1979. 
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(5) Long-term Incentive Compensation Plan 

In 1976, Dr Pepper Company shareholders approved 
the adoption of the Long-term Incentive Compensation 
Plan which includes a long-term nonqualified stock 
option plan and a contingent performance award plan 
for key management. The Plan is administered by a 
committee of the Board of Directors whose members 
are neither officers, employees nor participants under 
the Plan. Nonqualified stock options and/or 
performance awards can be granted each year 
beginning in 1976 and continuing through 1985. A 
total of 500,000 shares of Dr Pepper common stock is 
available for nonqualified stock options or 
performance awards. The exercise price of options 
granted under the Plan may not be less than the quoted 
market price at date of grant, and the options expire ten 
years from the date of grant or at an earlier date if 
specified. 

Contingent performance awards are to be earned 
over a five-year Award Period and the cash portion is 
payable at the end of that period. A new five-year 
Award Period will begin each year through 1985. The 
cash portion of performance awards, which is being 
accrued over the five-year Award Period, may be 
adjusted based upon corporate performance goals 
attained for such period. Maximum cash performance 
awards available at December 31, 1979 and 1978 were 
$1,649,000 and $1,189,000, respectively. In 
anticipation of the Company’s attaining part of the 
performance goals, $73,400 of the cash awards are 
currently accrued. The portion of performance awards 
granted in the form of nonqualified stock options is not 
exercisable until five years after the date of grant. 
Nonqualified stock options granted arc detailed as 
follows: 


Performance 
award year 

1978 and prior . 

1979 . 


Nonqualified stock options 

Number Option price 

of shares Per share Aggregate 


41,878 

14,717 


$12,125-15.625 

15.375 


56,595 


595,000 

226,000 

$821,000 


In addition to the above, nonqualified stock options to 
purchase shares of Dr Pepper common stock are 
outstanding as follows: 


Number Option price 

Year of shares Per share Aggregate 

1978 and prior. . 93,074 $12,125-15.625 1,321,000 

1979 . 36,564 _ 15.375 _ 562,000 

129,638 $1,883,000 


At December 31, 1979 the stock options granted in 
1978 and prior were exercisable. The nonqualified 
stock options granted in 1979 will become exercisable 
on April 17, 1980. 

(6) Pension Plan 

The Company and its subsidiaries provide a funded 
pension plan for all non-union employees over 25 
years of age with one year of service. Pension expense 
aggregated $1,030,000 and $795,000 in 1979 and 1978, 
respectively. The Company’s policy is to fund pension 
costs which are comprised of normal costs and 
amortization of prior service costs. Prior service costs 
established prior to 1976 are being amortized over a 
period of 40 years and increases to prior service costs in 
1976 and thereafter are amortized over 30 years. The 
companies expect to continue the Plan indefinitely but 
have the right to discontinue it at any time. The assets 
of the plan exceeded the actuarially computed vested 
benefits as of December 31, 1979. Unfunded prior 
service costs amounted to approximately $2,927,000 at 
December 31, 1979. 










































Accountants 9 Report 


(7) Summary of Quarterly Financial Data 
(Unaudited) 

The following quarterly financial information is 
unaudited, however, in the opinion of management all 
adjustments (none of which were other than normal 
recurring accruals) necessary to a fair statement of the 
results of operations for the interim periods have been 
included (000 omitted except per share amounts): 




Three months ended 



March 31 June 30 September 30 December 31 

Net sales: 

1979 . 

. $62,691 

79,865 

83,637 

65,569 

1978 . 

. $54,684 

74,238 

79,430 

62,656 

Gross profit: 
1979 . 

. $31,817 

38,187 

37,437 

32,288 

1978 . 

. $27,996 

35,237 

36,746 

29,936 

Net earnings: 
1979 . 

. $ 5,583 

7,064 

5,365 

5,597 

1978 . 

. $ 4,843 

6,450 

7,214 

5,058 

Per share: 

1979 . 

. S .28 

.35 

.27 

.27 

1978 . 

. S .24 

.32 

.36 

.25 


(8) Contingencies 

The Company features a cooler-vendor incentive 
program whereby the Company orders coolers or 
vending equipment for the benefit of bottlers. 
Through arrangements made by the Company, the 
bottlers finance their purchases with a Dallas, Texas 
bank. The Company is contingently liable for 
repayment of these loans to the bank. Such loans 
aggregated approximately $7,240,000 at December 31, 
1979. 

On February 23, 1979, a private antitrust action 
was filed in Louisiana in which the plaintiff contends 
that the Company’s decision to license the Coca-Cola 
bottler in Lake Charles, Louisiana, to produce 
Dr Pepper soft drinks, rather than the plaintiff (a 7- 
Up/Pepsi bottler) was violative of Federal antitrust 
laws. Damages are sought in the amount of fifteen 
million dollars, trebled. The Company intends to 
defend this action vigorously, and believes that the 
plaintiff s claims are unfounded, without merit, and 
that the Company has substantial defenses to the 
plaintiff s claims. 


E Certified Public Accountants 

Suita 1)00.2001 Bryan Tower 

Marwick, M itchell &Ca Delia*. Tcxu 75201 

The Board of Directors 
Dr Pepper Company: 

We have examined the consolidated balance sheets of 
Dr Pepper Company and subsidiaries as of December 
31, 1979 and 1978 and the related consolidated 
statements of earnings and retained earnings and 
changes in financial position for the years then ended. 
Our examinations were made in accordance with 
generally accepted auditing standards, and 
accordingly included such tests of the accounting 
records and such other auditing procedures as we 
considered necessary in the circumstances. 

In our opinion, the aforementioned financial 
statements present fairly the financial position of 
Dr Pepper Company and subsidiaries at December 31, 
1979 and 1978 and the results of their operations and 
the changes in their financial position for the years then 
ended, in conformity with generally accepted 
accounting principles applied on a consistent basis. 




February 8, 1980 
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Officers 


Board of Directors 


W.W. Clements 

Chairman of the Board and Chief Executive Officer, 
Dr Pepper Company, Dallas, Texas 

Edwin L. Cox 

Oil and Gas Producer, Dallas, Texas 
Robert B. Cullum 

Chairman of the Executive Committee, The 
Cullum Companies, Inc. (supermarkets and drug 
stores), Dallas, Texas 

Raymond H. Cummins 

Retired, former Chairman of the Board and Chief 
Executive Officer, Goldsmith's Department Store, 
Memphis, ' Tennessee, and former Vice President, 
Federated Department Stores, Inc. 

James A. Gooding, Jr. 

President, Dr Pepper Bottling Company, Denver, 
Colorado 

Lamar Hunt 

Chairman of the Board, Kansas City Chiefs 
Football Club, Kansas City, Missouri, and Vice 
President, Flunt Energy Corporation, Dallas, 

Texas 

‘Charles L. Jarvie 

President and Chief Operating Officer, Dr Pepper 
Company, Dallas, Texas 

Fat W. McNamara, Jr. 

Dr Pepper Bottling Companies, Lubbock and 
Plainview, Texas 

William R. Roberson, Jr. 

Chairman and Chief Executive Officer, Roberson's 
Beverages, Inc. (soft drink bottling plants), 
Chairman and Chief Executive Officer, North 
Carolina Television, Inc., Washington, North 
Carolina 

"John M. Stemmons 

Chairman, Industrial Properties Corporation (land 
developers), Dallas, Texas 

John P. Thompson 

Chairman of the Board and Chief Executive Officer, 
The Southland Corporation (retail food stores), 
Dallas Texas 


1. Effective March 1. 1980 

2. Retires effective April 15,1980 


W. W. Clements 

Chairman and Chief Executive 
Officer 

'Charles L. Jarvie 
President and Chief Operating 
Officer 

Frederick F. Avery 

Executive Vice President-Sales 
and Marketing 

Joe K. Hughes 

Executive Vice President- 
Operations 

John R. Albers 
Vi ce Pres ident- M a rk et i ng 

Donald L. Antle 
Vice President-Franchise 

J. Scott Chase 
Assistant Secretary 

Jerry M. Corbin 
Vice President-Trade Relations 

Charles P. Grier 

Vice President-Manu facturing 

Charles L. Hawkins 

Vi ce Pres iden t-Market i ng 
Services 

: James A. Hollingsworth 
Vice President-Sales 

T. C. Hunter 

Vice President-Administration 

Alvin H. Lane, Jr. 

Vice President-Finance and 
Secretary 

'David M. Love 
Vice President-Sales 

Marvin S. Massey, Jr. 
Controller 

W. F. Massmann 

Vice President-Governmental 
Affairs 

Richard D. O’Connor 

Vice President-Corporate 
Plants 

C. W. Reeves 

Vice President-International 

Hal L. Stockstill 

Vice President-Japan 
Operations 

Robert L. Stone 

Vice President-Canada 
Operations and 
Special Markets 

L. Dan Thompson 
Treasurer 

1. Effective March 1, 1980 

2. Retires April 1, 1980 

3. Effective February 27, 1980 












Annual Meeting 




The annua] meeting of Dr Pepper 
Company shareholders will be at 10 
a.m., Tuesday, April 15, 1980 in the 
UA Cine Theatre, 5540 Yale Street, 
Dallas, Texas. This theatre is 
located one block north of 
Dr Pepper Company’s international 
headquarters, 5523 East Mockingbird 
Lane, Dallas, Texas. Formal notice 
of this meeting and proxy materials 
were mailed with this report on or 
about March 14, 1980 at which time 
proxies were solicited by the Board 
of Directors. Record date for voting 
at the 1980 annual meeting or by 
proxy was February 29, 1980. 


Dividend Reinvestment Program 

For more than three years, Dr Pepper 
Company shareholders have been 
eligible to participate in a voluntary 
dividend reinvestment program 
administered by The Chase 
Manhattan Bank, N.A. 

Features of the Plan, initiated 
on December 1, 1976 are: If you elect 
to participate, your cash dividends 
will be paid directly to The Chase 
Manhattan Bank, N.A., for 
purchases of Dr Pepper common 
stock. Participants may also make 
additional cash deposits with The 
Chase Manhattan Bank, N.A., for 
further investment in Dr Pepper 
common stock. Also, participants 
may elect free custodial services 
from The Chase Manhattan Bank, 

N. A., for the safekeeping of their 
other Dr Pepper Company shares. 
Subject to certain time limitations, 
you may join or withdraw from the 
Plan whenever you wish. 

Charges for the investment of 
cash dividends and voluntary 
additional cash deposits and for 
custodial services covered by the 
Plan will be paid by Dr Pepper 
Company. 

The program has more than 
4,500 participants. For more Plan 
information, write Shareholder 
Relations, Dr Pepper Company, 

P.O. Box 225086, Dallas, Texas 
75265. 



Transfer Agent and Registrar 
First National Bank in Dallas 
Corporate Services Department 
P.O. Box 83655 
Dallas, Texas 75283 

Auditors 

Peat, Marwick, Mitchell & Co. 

Dividend Reinvestment Agent 
The Chase Manhattan Bank, N.A. 
Dividend Reinvestment Services 
P.O. Box 283 
Bowling Green Station 
New York, New York 10004 

Stock Listing & Symbol 

New York Stock Exchange (DOC) 

Pacific Stock Exchange (DOC) 

Form 10-K 

Shareholders wishing to receive 
Dr Pepper Company’s 1979 Annual 
Report to the Securities and 
Exchange Commission on Form 10-K 
may secure a copy by writing 
Shareholder Relations, Dr Pepper 
Company, P.O. Box 225086, 

Dallas, Texas 75265. 

Corporate Headquarters 
5523 East Mockingbird Lane 
P.O. Box 225086 
Dallas, Texas 75265 
214/824-0331 

























































